comM/MP6/it2 PROPOSED DECISION  Agenda ID #14908 (Rev. 2)
Quasi-legislative
6/23/2016 Item #33
Decision PROPOSED DECISION OF COMMISSIONER PICKER
(Mailed May 16, 2016)

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking Regarding
Policies, Procedures and Rules for the Rulemaking 12-11-005
California Solar Initiative, the (Filed November 8, 2012)
Self-Generation Incentive Program and
Other Distributed Generation Issues.

DECISION REVISING THE SELF-GENERATION INCENTIVE PROGRAM
PURSUANT TO SENATE BILL 861, ASSEMBLY BILL 1478, AND
IMPLEMENTING OTHER CHANGES

163859456 -1-



R.12-11-005 COM/MP6/jt2 PROPOSED DECISION (Rev. 2)

Table of Contents
Title Page

DECISION REVISING THE SELF-GENERATION INCENTIVE PROGRAM
PURSUANT TO SENATE BILL 861, ASSEMBLY BILL 1478, AND

IMPLEMENTING OTHER CHANGES ........ccccocoviiiiiiiiicicccce, 1
SUIMIMATY ... 2
1. Background..........cciiiiniic e 4

1.1. Legislative and Procedural History ...........ccccoceoiviniiiiniinniiniiicnnes 4
1.2. Energy Division Staff Proposal...........ccccceoeciniiiinniinniiiniiiiiiccnes 7
2. DISCUSSION ....cuiiiiiiiiiiiiiiiiccic s 9
2.1. SGIP Program Goals...........cccceeiiiiiininiiininiiiiiciccicecccees 9
2.1.1. Environmental Goals..........cccccoeeiniiiiiniiiininiiniiincce, 9
212, Grid SUPPOTt ..o, 10
2.1.3. Market Transformation ..........ccccccvviiniiinniiniciniicinen, 10

2.2. Statutory Requirements............ccccociviiiiiiiiiniiiiniiiiiiccccce 11
2.3. Technology Eligibility Requirements .............c.cccoceeiiiininnniinnnne. 13
2.3.1. Determination of Eligible Technologies ............cccceeeneene. 16

2.4. Biogas Requirements............ccccoviviiiniiiiniiniiicicce 17
2.5. Minimum Zero Emission Fuel Blending Levels ............................. 20
2.6. Incentive Budget ..o 22
2.7. Incentive DeSign ..o 26
2.8, Project Size ... 34
2.9. Load-Based Rebate Caps for Paired Storage ..........ccccceevrenuevnennnene. 35
2.10.Locational Adder ...........cociiniiiiiiiiiiiiiiice 35
2.11.Cap on Operation & Maintenance ...........cocceceeeveerrenieneenreneeeeeennenn 36
2.12.Performance Based Incentive Rules...........cccccoeeeiniinncinncnnnenne. 37
2.13.Dual Participation in Demand Response Programs......................... 37
2.14.SGIP INCENtIVE CaPS....coveruerririieieieieieieeeieeteetesteeereree et 38
2.14.1. Manufacturer Cap .....ccccccveeeireeninieeniniecinieeeeceneeeenenen, 38
2.14.2. Installer/Developer Cap.....c.cccoeeeeneininiiinieineieeieeeeens 39
2.15.California Supplier Adder.........cocoeveeireneneniencnceeneeeeeeene 41
2.16. Treatment of DC Micro-Grids.........ccccveueviniecinieiciniecinicicineicinenes 42
2.17 Energy Efficiency Audit Requirements............ccccccevenieinennineennne. 43
2.18.Storage Operating Requirements.............cccccceviiviviininiiicninnnne, 44
2.19.Second Life Batteries ..........ccocccoiveiiniiiiiniiiiiicincccceccee 46
2.20.Sampling for INSPections...........cceeveiveirinirinicineeeeeeeeeeee 46
2.21.Measurement & Evaluation and Public Reporting..............ccccc....... 47



R.12-11-005 COM/MP6/jt2 PROPOSED DECISION (Rev. 2)

Table of Contents (cont.)

Title Page
2.22.Marketing & Outreach............ccccouvviiiiiiiiiiiiiiccce, 48
2.23.Program Administration ..........ccceecveeininiiinieincniicneeeeene 49

3. Other Program Rules...........ccccoccoiiiiiiiiiiiiiiiiccce 50

3.1. Net Energy Metering Provisions...........cccccccviviiiniininnnniincnnnne. 50

3.2. Application Fee...........ccocoiiiiiiniiiiiiieccceeee 50

3.3. Establish Lottery to Award Reservations ............ccccccvuciviviinnnnnnne. 50

3.4. Minimum Customer Investment Provision.........c..cccecevererienueneneee. 53

4. Petitions for Modification ..........ccceevevivieeiinieinineininiccicceeeeeeees 54

4.1. Distributed Wind Energy Association’s Petition for Modification 54

4.2. Pressure Reduction Turbines..........ccccccoevievineoniniincnncncnceneen 55

4.3. PowerTree’s Petition for Modification ...........ccocceeveinncinnccnnnnee. 56

4.4. Maas Energy’s Petition for Modification ...........c.cccceeeveinieinicnnennne. 60

5. Comments on Proposed DeciSion ..........ccccoeceveerenirencencneencenceeenen. 63

6. Assignment of Proceeding...........ccccocoeiiiiiiininiiiiiiiiie, 63
FINAINgs Of FACt ....c.cciiiiiiiiiiccccee e 63
Conclusions Of LaW .....c.civeiiiiiinicinicieccceec ettt 72
ORDER ..ottt e 82

-1i -



R.12-11-005 COM/MP1/jt2 PROPOSED DECISION (Rev. 2)

DECISION REVISING THE SELF-GENERATION INCENTIVE PROGRAM
PURSUANT TO SENATE BILL 861, ASSEMBLY BILL 1478, AND
IMPLEMENTING OTHER CHANGES

Summary

This decision modifies the Self-Generation Incentive Program (SGIP) to
implement changes pursuant to statute, as required by Senate Bill (SB) 861 (2014)
and Assembly Bill (AB) 1478 (2014),! and to make other program changes to

improve SGIP’s ability to achieve its goals.

The major changes to SGIP affected by this decision include:

e Rather than making additional funds available every year, SGIP
shall be administered on a continuous basis with incentive levels
declining based on the capacity reserved in the program, similar
to the California Solar Initiative;

e The incentive budgets will be divided between two broad
categories: energy storage and generation. Energy storage is
allocated 75% of program funds, with 15% of the energy storage
budget carved out for residential projects. Generation is
allocated the remaining 25%, with 40% carved out for renewable
generation projects;

e New incentive levels are adopted as shown in Tables 1 and 2
below;

e Beginning with program year 2017, generation projects
consuming natural gas must use a minimum of 10% biogas to
receive an SGIP incentive. The minimum requirement increases
to 25% in 2018, 50% in 2019, and 100% in 2020;

1 After the passage of SB 861 (Stats. 2014, Ch. 35), AB 1478 (Stats, 2014, Ch. 664) made
minor modifications to Pub. Util. Code. §§ 379.6(e)(1) and 379.6(1)(4) to address impacts
on customer peak demand. All code references are to the Public Utilities Code unless
otherwise indicated.
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e A lottery will replace the first-come, first-served system when
applications received on the same day request more incentives
than the remaining budget at the current incentive step.
Energy storage projects paired with renewables, energy
storage projects located in the Los Angeles Department of
Water and Power service territory and energy storage projects
located in Southern California Edison’s West LA Local

Capacity Area will be given priority in the lottery;

e Each participating project developer will be capped at a total of
20% of the incentive budget on a statewide basis. This replaces
the previous 40% cap that applied to equipment manufacturers;

and

e Eligibility for the California Supplier adder now requires
third-party certification to show that at least 50% of value added
occurs in California.

Table 1: Adopted Incentives for Generation Technologies

Step 1 Step 2 Step 3
Incentive Max. Incentive Max. Incentive Max.
per W Incentive per W Incentive per W Incentive
Capacity | w/ Biogas | Capacity | w/ Biogas | Capacity | w/ Biogas
Adder Adder Adder
Wind? $0.90 n/a $0.80 n/a $0.70 n/a
Waste heat to power $0.60 n/a $0.50 n/a $0.40 n/a
Pressure reduction turbine $0.60 $1.20 $0.50 $1.10 $0.40 $1
Internal Combustion CHP $0.60 $1.20 $0.50 $1.10 $0.40 $1
Microturbine CHP $0.60 $1.20 $0.50 $1.10 $0.40 $1
Gas turbine CHP $0.60 $1.20 $0.50 $1.10 $0.40 $1
Fuel cell CHP $0.60 $1.20 $0.50 $1.10 $0.40 $1
Fuel cell electric only $0.60 $1.20 $0.50 $1.10 $0.40 $1

2 Note that 40% of the incentives in each step shall be reserved for renewable generation
technologies, meaning that natural gas fueled technologies may see their incentives decrease to
a lower step while renewable technologies may remain at a higher step if they have not met

their 40% carve out.
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Table 2: Adopted Incentives for Energy Storage Technologies

Step 1 Step 2 Step 3 Step 4 Step 5
Large Scale Energy $0.50/Wh | $0.45/Wh | $0.40/Wh | $0.35/Wh | $0.30/Wh
Storage (>10 kW)
without ITC
Large Scale Energy | $0.36/Wh | $0.31/Wh | $0.26/Wh | $0.21/Wh | $0.16/Wh
Storage (>10 kW)
with ITC
Residential Energy $0.50/Wh | $0.45/Wh | $0.40/Wh | $0.35/Wh | $0.30/Wh

Storage (<=10 kW)

1. Background
1.1.

Legislative and Procedural History

The Self-Generation Incentive Program (SGIP) has existed since 2001. The

Commission created SGIP in Decision (D.) 01-03-073 in response to Assembly Bill
(AB) 970 (Ducheny, Stats. 2000, Ch. 329). AB 970 directed the Commission to

provide incentives for distributed generation resources. In 2003, the Legislature

passed AB 1685 (Leno, Stats. 2003, Ch. 894.), which, among other things, imposed

tighter nitrogen oxide emission standards on combustion-operated generation

technologies in SGIP and extended SGIP through 2007. Since 2007, the

Legislature has revised and extended SGIP several times.

In 2014, the Governor signed two bills extending and modifying SGIP,
Senate Bill (SB) 861 and AB 1478. Pursuant to these newly enacted bills, Pub.

Util. Code § 379.6 was revised to direct the Commission to implement certain

modifications to the SGIP, including;:
1. Authorize collections for SGIP through 2019 (§ 379.6(a)(2));
2. Authorize administration of SGIP through 2020 (§ 379.6(a)(2));
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3. Require the Commission to update the factor for avoided
greenhouse gas (GHG) emissions on or before July 1, 2015
(§ 379.6(b)(2));?

4. Restrict SGIP eligibility to distributed energy resource (DER)
technologies that:

a. Reduce demand from the grid by offsetting customer onsite
energy load (§ 379.6(e)(1));

b. Are commercially available (§ 379.6(e)(2));
c. Safely utilize the grid (§ 379.6(e)(3)); and

d. Improve air quality by reducing criteria air pollutants

(§ 379.6(e)(4)).
5. Subject incentive recipients to audits and inspections (§ 379.6(f));

6. Require the Commission to determine a capacity factor for each
DER technology (§ 379.6(g));

7. Require the Commission to consider the relative amount and the
cost of GHG emission reductions, peak demand reductions,
system reliability benefits, and other measurable factors when
allocating program funds between eligible technologies

(§ 379.6(h)(2));

8. Simplify the requirements needed to qualify for an additional
incentive as a California manufacturer (§ 379.6(j)(2));

9. Require the Commission to measure the program’s overall
success based on:

a. GHG emissions (§ 379.6(1)(1));

b. Criteria air pollutant air emission reductions and credits
secured (§ 379.6(1)(2));

c. Energy reductions as measured in energy value (§ 379.6(1)(3));

3 The Commission implemented § 379.6(b)(2) by D.15-11-027, which set a new GHG
emissions factor for SGIP.
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d. Reductions of customer peak demand (§ 379.6(1)(4));
e. Capacity factor (§ 379.6(1)(5));

f. Avoided costs for grid upgrades and replacements
(§ 379.6(1)(6)); and

g. Improved onsite electric reliability (§ 379.6(1)(7)).

In D.15-11-027, the Commission implemented § 379.6(b)(2) by setting a
new GHG emissions factor that determines eligibility to participate in SGIP that:
e Set 350 kilograms (kg)/Megawatts per hour (MWh) (down from
379 kg/MWh, the current standard) as the maximum level of

CO2 emissions allowed for technologies participating in program
year 2016.

e Decreased the GHG threshold for each successive program year

to reflect the increasing renewables targets imposed by SB 350
(2015), with a final GHG threshold of 337 kg/MWh in 2020.

e Established 66.5% (up from 63.5%) as the minimum round trip
efficiency for storage technologies.

e Maintained ten years as the period over which new SGIP
projects” average emissions should be compared to the grid’s
emission, with the assumption of 1% annual degradation in SGIP
project performance.

Energy Division and the SGIP program administrators commissioned Itron
to perform three studies on SGIP to be released in 2015. The first study, the 2013
SGIP Impact Evaluation, was completed in April 2015 and reviews how SGIP has
reduced the grid’s energy requirements, peak demand, and pollutant emissions.
The second study, the 2015 SGIP Cost Effectiveness Study, was released on
November 23, 2015. The report performs cost effectiveness analyses of SGIP
technologies and uses the results to make recommendations for continued
participation in the program. The third study, which will cover the topic of

market transformation, will be completed later this year.

-6-
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1.2. Energy Division Staff Proposal

On November 23, 2015, the assigned Commissioner issued a ruling asking
parties to comment on an attached Energy Division Staff Proposal to Modify the
Self-Generation Incentive Program pursuant to SB 861 and the Commission’s Own
Motion (Statf Proposal).t The Staff Proposal provided a comprehensive review of
all facets of SGIP, and recommended modifications both in response to the
requirements of SB 861 and Energy Division’s experience overseeing SGIP. The
Staff Proposal covered numerous aspects of SGIP program, including;:

Program Goals and Requirements

Technology Eligibility and Performance Requirements

Usage of Biogas

Incentive Budget and Rebate Design

Rules Governing Performance Based Incentives

Operating Requirements for Energy Storage

Dual Participation in Demand Response Programs

Individual Manufacturer and Installer Caps

California Supplier Adder

Maximum Project Size Caps

(DC) Microgrids

Locational Adders

Rules for Adding New Technologies and Making SGIP Handbook
Changes

Energy Efficiency Audit Requirements

System Inspection Rules

Operation and Maintenance (O&M) Project Cost Caps

Measurement, Evaluation and Public Reporting

Marketing and Outreach

4 The Staff Proposal is available at on the Commission website under the Proceedings link and
http:/ /docs.cpuc.ca.gov/SearchRes.aspx?DocFormat=ALL&DoclD=155978793.
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Parties filed opening comments to the Assigned Commissioner’s Ruling
and attached Staff Proposal on January 7, 2016 and replies on January 22, 2016.5
Parties raised additional issues not covered in the Staff Proposal, including
proposals related to changing rules governing application fees, fuel cell net
energy metering, establishment of a lottery system to award incentive
reservations, and the minimum customer contribution to project costs.

On February 25, 2016 the assigned Commissioner issued a ruling seeking
parties’ comments on a proposal to require natural-gas fueled technologies to use
a percentage of biogas to remain eligible. Parties filed opening comments on

March 10, 2016 and reply comments on March 15, 2016.6

5 Opening comments were filed on January 7, 2016 by Bloom Energy, Inc. (Bloom), NLine
Energy, Inc. (NLine), The Utility Reform Network (TURN), the California Clean DG Coalition
(CCDC), the Office of Ratepayer Advocates (ORA), Stem, Inc. (Stem), FuelCell Energy, Inc.,
(FCE), the California Solar Energy Industry Association (CALSEIA), Robert Bosch LLC (Bosch),
the California Energy Storage Alliance (CESA), jointly by the Southern California Gas Company
(SoCalGas) and San Diego Gas & Electric Company (SDG&E), the National Fuel Cell Research
Center (NFCRC), Tesla Motors, Inc. (Tesla), jointly by the Sierra Club and the National
Resources Defense Council (NRDC), Doosan Fuel Cells America (Doosan), Green Charge
Network LLC (Green Charge Networks), Swell Energy, Inc. (Swell Energy), Pacific Gas and
Electric Company (PG&E), Foundation Windpower, LLC (Foundation Windpower), SolarCity
Corporation (SolarCity), Commercial Energy, Center for Sustainable Energy (CSE), and Johnson
Matthey Fuel Cells, Inc. Opening comments were late filed on January 8, 2016 by JuiceBox
Energy, Inc. (JuiceBox), Nissan North America (Nissan), Southern California Edison Company
(SCE), and SunVerge Energy, Inc. (SunVerge). Reply comments were filed January 19, 2016 by
Custom Power Solar, January 21, 2016 by CSE, and January 22, 2016 by NLine, Bloom, CCDC,
FCE, Bosch, NFCRC, ORA, jointly by SoCalGas and SDG&E, jointly by Sierra Club and NRDC,
Tesla, PG&E, CESA, Foundation Windpower, Green Charge Networks, Stem, and SolarCity.
Reply comments were late filed on January 25, 2016 by SunVerge and on January 28, 2016 by
Swell Energy.

6 Opening comments were filed March 9, 2016 by Maas Energy Works, Inc., and March 10, 2016
by California Bioenergy LLC, the Bioenergy Association of California, PG&E, SoCalGas, SCE,
Doosan, NFCRC, FCE, CCDC, CESA, CSE, ORA, NLine, and Bloom. Reply comments were
filed March 15, 2016 by Bloom, FCE, SolarCity, CESA, ORA, PG&E, and Sierra Club.
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2. Discussion

Today’s decision adopts comprehensive modifications to SGIP. We rely on
Energy Division’s Staff Proposal, party comments on the Staff Proposal, and the
assigned Commissioner’s ruling as a starting point for developing modifications

to SGIP.

2.1. SGIP Program Goals

The Staff Proposal suggested three primary program goals in response to
SB 861 (2014) and party comments: 1) Environmental, 2) Grid Support, and

3) Market Transformation. We discuss each of these goals in turn below.

2.1.1. Environmental Goals

The Staff Proposal’s environmental goals included the reduction of GHGs,
the reduction of criteria air pollutants and the limitation of other environmental
impacts (such as water usage). For the reduction of GHGs, the Staff Propoal
suggested two pathways to accomplish the goal. First, to emit fewer GHGs than
the eligibility threshold. Second, to facilitate integration of renewables, which is
especially applicable to storage technologies.

In comments to the Staff Proposal, parties generally agreed with these
three environmental goals, though in some cases greater specificity was
requested. In particular, CSE recommended that the reduction of water usage be
an explicit environmental goal.”

On balance, we find that the Staff Proposal’s suggested environmental

goals meet the necessary statutory requirements while providing an adequate

7 CSE January 7, 2016 Opening Comments at 1-2.
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level of specificity for high-level program goals. We adopt these goals going

forward.

21.2. Grid Support
The Staff Proposal’s grid support goals included: 1) Reduce or shift peak

demand;® 2) Improve efficiency (e.g., fewer line losses) and reliability of the
distribution and transmission system;® 3) Lower grid infrastructure costs;
4) Provide ancillary services;!! and 5) Ensure customer reliability of DER.12
Parties generally supported these criteria for defining grid support, though
greater specificity was sought.

We find that the Staff Proposal’s suggested grid support goals meet the
necessary statutory requirements and are broadly supported. We adopt them as

proposed.

2.1.3. Market Transformation
The Staff Proposal’s market transformation goal stated that the “SGIP

should support technologies that have the potential to thrive in future years
without rebates.”13 Party comments on this goal diverged significantly, with

some parties arguing for its inclusion, some arguing for its removal and others

8 §379.6(a)(1).

9 §379.6(a)(1).

10 §379.6(a)(1).

11 Ancillary services are not listed in the statute but are an important form of grid support.

12 System reliability is presented as an SGIP goal in § 379.6(a)(1) and required to be used as a
criterion in allocating funding across technologies in § 379.6(h)(2), while customer reliability is
required to be measured in gauging program success in 379.6(1). Staff proposes that the
customer reliability criterion be assumed to have been met, a priori, because customers would
not choose technologies which rendered their provision of electric service less reliable.

13 Staff Proposal at 8.

-10 -
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proposing refinements. In particular, CSE proposed that the Market
Transformation goal be defined as “the strategic intervention in defined markets
to create lasting change that increases the adoption and penetration of
distributed energy resource technologies.”14

Unlike environmental and grid-related goals, market transformation is
difficult to measure, yet it is a core goal of programs like SGIP. CSE'’s proposal
captures the essence of what market transformation is seeking to accomplish, but
lacks a clear metric to be used as part of the evaluation of this program. Market
Transformation represents a key goal of this Program, and as such should be
maintained, even if it’s difficult to quantity.

Consistent with the environmental and grid support goals, we find this
proposed goal to be an important one for the program, and we further find that
staff’s proposed language adequately captures the spirit of the goal. Therefore,
we adopt the goal as stated in the Staff Proposal.

2.2. Statutory Requirements

The Staff Proposal also included two statutorily mandated program
requirements: 1) maximize ratepayer value; and 2) provide for an equitable
distribution of costs and benetfits of the program.’> To accomplish the first
requirement, the Staff Proposal suggested that the Program should: 1) lower
rebates for those qualifying technologies which meet too few of the program

goals; and 2) lower rebates for those technologies that are already cost effective

14 CSE January 7, 2016 Opening Comments at 2.
15 CSE January 7, 2016 Opening Comments at 2.

-11 -
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from the participant’s perspective. Subsequent sections of the Decision provide
more detail regarding the lowering of SGIP incentive levels.

The second statutory criterion addressed in the Staff Proposal was to
require an equitable distribution of the costs and benefits of the program. The
Staff Proposal stated as follows:

Costs are currently allocated across all customer classes, with
residential customers absorbing roughly half the cost of the program
even though just one percent [footnote omitted] of rebates go to
projects with residential host customers. Staff proposes that future
general rate cases (GRCs) adjust this allocation, so that costs are
borne by customer classes more in proportion to their participation.
The utilities should include reallocation proposals in their next GRC
Phase II applications.1¢

Parties’ comments on these two new criteria were generally supportive,
with the utilities seeking less prescriptive requirements.

With this in mind, we find it is reasonable to adopt the following criteria
for SGIP program design: 1) Maximize Rate Payer Value; and 2) Provide
Equitable Distribution among Customer Classes. While we support Staff’s
recommendation that the utilities should file cost allocation proposals, we
disagree with the proposed process, which will require an excessive amount of
time to implement.

PG&E is scheduled to file an upcoming GRC Phase 2 application, which is
currently expected in June for Test Year 2017. SCE’s GRC is scheduled for Test
Year 2018. SDG&E and SoCalGas will not have another GRC until Test Year
2019, or possibly 2020. These schedules would result in two years of cost

reallocation for SCE customers and either one or no years of cost reallocation for

16 Staff Proposal at 8.

-12 -
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SoCalGas and SDG&E customers. In order to provide a more material impact,
we prefer to consider proposals that could be implemented in the beginning of
2017.

Rather than wait for the filing of GRC Phase 2 applications, the utilities
should file cost allocation proposals in Tier 3 advice letters, which shall be filed
no later than 60 days after the effective date of this decision.

We encourage the investor-owned utilities (IOUs) to confer with each
other and the other parties. To the extent the IOUs can reach consensus, they

should strive to file similar proposals.

2.3. Technology Eligibility Requirements
The Staff Proposal suggests certain requirements for participating SGIP

technologies, based both on statutory requirements and prior party comments in
this proceeding. The statute requires that each SGIP technology, either directly
or indirectly:

1. Lower GHG emissions;!”

2. Lower or shift peak load to off-peak;®

3. Be safe and commercially available;'? and

4. Reduce criteria air pollutants.20

The Staff Proposal suggests two more criteria as preferable qualities, but

not strict requirements.

17§ 379.6(b).

18§ 379.6(e)(1).
19 §379.6()(2,3).
20 §379.6(e)(4).

-13 -
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5. Societal benefits. Technologies should provide a net benefit to society,
as measured by the Societal Total Resource Cost (STRC) test, or have
the potential to do so.

6. Market transformation. Technologies should demonstrate the
possibility of becoming self-sufficient, or attaining market
transformation.

In party comments, a consensus exists in favor of the first four criteria
(GHG, lower peak, safe/commercial, criteria pollutants), although some
uncertainty remains with regards to the definition of “safe and commercially
available.”

The 2016 SGIP Handbook Section 4.2.1 regarding Commercial Availability
states, “Equipment must have at least one year of documented commercial
availability at the time of Reservation Request. Alternatively, equipment may be
eligible if system certification is obtained from a Nationally Recognized Testing
Laboratory (NRTL) indicating that the technology meets the safety and/or
performance requirements of a nationally recognized standard.”2!

The Staff Proposal suggests that a requirement be made that all eligible
technologies receive a safety certification from an NRTL.

We adopt the four primary criteria from the Staff Proposal. As described
above, the Commission recently adopted a revised GHG standard for SGIP, in
D.15-11-027, and we do not revisit the issue in this decision. For the safe and
commercially available requirement, we adopt the requirement that within one
year of the effective date of this decision, all eligible technologies must be
certified for safety by a NRTL or supported by a 10-year warranty as consistent

with Rule 21 interconnection standards and Commission Decision D.16-01-044.

21 2016 SGIP Handbook at 45.

-14 -
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The SGIP Program Administrators may allow a developer to apply for incentives
for a device that has not yet received certification from an NRTL if the
certification process is underway, or if safety standard are met through Rule 21
interconnection standards. However, funds shall not be disbursed until
certification is complete.

There is some disagreement among parties in regards to whether societal
benefit and market transformation should be included as eligibility criteria.
CESA, Commercial Energy, Green Charge Networks, and SolarCity all take the
position that an analysis should be used to establish technology eligibility.
PG&E agrees broadly but prefers the use of a simple TRC method rather than
adding other societal costs and benefits. While CSE does not agree that STRC
should determine eligibility, in part because the results are too sensitive to input
assumptions, CSE supports using STRC results to inform incentive levels.
Bloom, CCDC, and NFCRC oppose the use of STRC to determine eligibility and
critique the assumptions and data used in the SGIP Cost-Effectiveness Study.2

Similarly some parties, including CCDC, PG&E, and NFCRC, critiqued the
market transformation criterion pointing out the challenges of estimating the
future costs of participating technologies.

We acknowledge the high degree of uncertainty involved with calculating
STRC and evaluating market transformation potential. However, these goals
should play some role in SGIP to ensure that ratepayer funds are spent

productively. For these reasons, we adopt societal benefits and market

22 Itron, 2015 Self-Generation Incentive Program Cost-Effectiveness Study, Final Report,
October 2015, available at
http:/ /www.cpuc.ca.gov/WorkArea/Download Asset.aspx?id=7889.

-15 -
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transformation as “soft” criteria that should be considered, but not strictly
required. These criteria could be used in the future to evaluate the eligibility for
any new technologies that seek eligibility to participate in SGIP to screen out
technologies with low STRC scores or that cannot demonstrate a reasonable
pathway to self-sufficiency. We note that the STRC test should be used unless or
until superseded by a uniform societal cost test under consideration in

Rulemaking (R.) 14-10-003.

2.3.1. Determination of Eligible Technologies
The Staff Proposal finds that all technologies currently eligible for SGIP

meet the four SGIP technology requirements, with two exceptions. The Staff
Proposal recommended that natural-gas-fueled pure electric fuel cells and
natural-gas fired microturbines no longer be eligible for incentives. For
microturbines, the Staff Proposal recommended exclusion from SGIP due to low
GHG and criteria pollutant benefits and benefit/cost ratio (using the STRC
approach) of 0.67. In the case of electric-only fuel cells, the reasons for
discontinuing eligibility were their failure to meet the revised GHG emissions
threshold and a low benefit/cost ratio of 0.69.

CESA, Green Charge Networks, CALSEIA, Tesla, Sierra Club, and
Juicebox support the statf recommendation to exclude natural gas fueled
electric-only fuel cells and microturbines from SGIP, generally citing the market
transformation, STRC, and environmental performance findings of the
Cost-Effectiveness Study. PG&E, CCDC, and Bloom argue that the
currently-eligible technologies should remain eligible.

This Decision diverges from the Staff Proposal regarding the exclusion of
microturbines and electric-only turbines operating on natural gas. In

D.15-11-027, this Commission adopted an updated methodology for calculating
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whether an SGIP technology can be deemed to reduce GHGs. As long as a
technology meets the performance and reporting standards set forth in
D.15-11-027, then that technology should be deemed to have met the GHG
reduction requirement. The Statf Proposal incorrectly applied the average GHG
emission of the existing fleet of electric-only fuels to the ten-year average GHG
emission rate requirement adopted in D.15-11-027. Because the GHG eligibility
threshold assumes performance degradation over time, the GHG emission rate
requirement for the first year is lower than the ten-year average rate. In order to
pass the GHG eligibility screen, GHG-emitting technologies must only
demonstrate that their GHG emission rate will fall below the average first-year
rate (shown in Appendix B of that decision) during the first year of operations.
As long as a technology is certified to emit less than the first-year emission rate
for the program year for which incentives are sought, the technology passes the

GHG eligibility screen.

2.4. Biogas Requirements

The Staff Proposal weighed a variety of policy options related to both
on-site and directed biogas. The Staff Proposal evaluated removing directed
biogas from the SGIP due to its low societal benefits, administrative challenges,
and low compliance rate shown in the 2014 Renewable Fuel Use Report No. 24.23
However, due to strong support for all types of biogas, the Staff Proposal
recommended keeping directed biogas in the SGIP. To support the market and

achieve program goals, the Staff Proposal identified two recommendations.

23 Self-Generation Incentive Program: Renewable Fuel Use Report No. 24. August, 2015.
Available at http:/ /www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=7910
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The first is focused on projects utilizing 100% onsite biogas, where the
program administrators can confidently determine at project commencement
that no natural gas will be consumed. For these projects, Staff recommends that
the program pay the project at the full onsite biogas rate, through five years of
normal Performance-Based Incentive (PBI) monitoring and payments.

The second, which is for blended projects - where the biogas is either
onsite or directed - is that the program should prorate the rebate payment to the
percentage of fuel that is actually consumed, based